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Purpose of this report

This report provides the Committee’s June 2022 meeting with updates on:

• progress on the 2020/21 audit;

• planning for the 2021/22 audit and any significant matters to date; and

• recent relevant reports and publications for your information (Section 2).  

2020/21 Audit

The position on the key elements of the audit are as follows:

Financial Statements Audit 

Our Audit Completion Report was presented at the Committee’s October 2021 meeting. We have not yet issued the audit opinion as there is are two outstanding issues: 

• The accounting treatment of the pension liability for social care staff who transferred across the NHS Trust as part of the integration of health and social care services.

• The accounting for infrastructure assets. This is a national issue affecting all council’s with material infrastructure balances. It is a complex, technical accounting issue relating 
to the derecognition of parts of infrastructure assets when replacement expenditure is undertaken. CIPFA  have set up a Task and Finish Group to consider this issue in more 
detail and CIPFA LASAAC have undertaken an emergency consultation on a proposed a temporary solution. The outcome of the consultation is expected in June 2022. 

Value for money commentary

We have agreed to value for money commentary with officers, details are in the following slides.

.

2020/21 audit



Approach to Value for Money arrangements work 

We are required to consider whether the Council has made proper arrangements for securing economy,
efficiency and effectiveness in its use of resources. The NAO issues guidance to auditors that underpins the
work we are required to carry out and sets out the reporting criteria that we are required to consider. The
reporting criteria are:

• Financial sustainability - How the Council plans and manages its resources to ensure it can continue to
deliver its services

• Governance - How the Council ensures that it makes informed decisions and properly manages its risks

• Improving economy, efficiency and effectiveness - How the Council uses information about its costs and
performance to improve the way it manages and delivers its services

At the planning stage of the audit, we undertake work so we can understand the arrangements that the Council
has in place under each of the reporting criteria; as part of this work we may identify risks of significant
weaknesses in those arrangements. Where we identify significant risks, we design a programme of work (risk-
based procedures) to enable us to decide whether there is a significant weakness in arrangements. Although
we describe this work as planning work, we keep our understanding of arrangements under review and update
our risk assessment throughout the audit to reflect emerging issues that may suggest there are further risks of
significant weaknesses. We did not identify any significant risks during the audit.

Where our risk-based procedures identify actual significant weaknesses in arrangements, we are required to
report these and make recommendations for improvement. There are no significant weaknesses to report.

The table below summarises the outcomes of our work against each reporting criteria. On the following pages
we outline further detail of the work we have undertaken against each reporting criteria, including the
judgements we have applied.

VFM arrangements – Overall summary
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Reporting criteria Commentary page reference
Risks of significant weaknesses in arrangements 

identified?

Actual significant weaknesses in arrangements 

identified?

Financial sustainability 6 No No

Governance 8 No No

Improving economy, efficiency and effectiveness 10 No No

Introduction Audit of the financial statements Commentary on VFM arrangements Other reporting responsibilities and our fees
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Overall commentary on the Financial Sustainability reporting criteria

How the Council identifies significant financial pressures that are relevant to its short and medium-term
plans

The Council has an established process for developing its Medium Term Financial Strategy (MTFS). The

Council’s arrangements have delivered significant levels of savings in recent years. We considered the

timetable for the MTFS and confirmed that it allows for early engagement with stakeholders. We confirmed the

MTFS is revisited on a regular basis and adjusted to reflect any changes impacting on the Council’s financial

position such as changes in economic outlook and changes in central government funding. The current MTFS

factors in the impact of COVID-19, although it acknowledges the uncertainty generated by the pandemic.

We confirmed that there is regular budget monitoring including quarterly reports to the Council’s Overview and

Scrutiny Board. The outturn report for 2020/21 was presented to the July Board meeting and the overall

reported position was not significantly different to that reported during the financial year and records

departmental overspends of £13.3 million compared with the budget. This position is associated with additional

costs and lost income which are mainly the result of the COVID-19 pandemic. The report notes the

departmental overspend is offset by additional grant income from central government to support the Council in

meeting the pressures created by the pandemic including government emergency support and support for lost

sales, fees and charges income. Other pressures included the anticipated loss of dividend income and an

increase in debt write-offs, but despite these factors the report notes that:

‘The general fund position for the year end is a balanced budget, broadly in line with the Q3 forecast
presented to this board.’

This is evidence of the effectiveness of financial management arrangements despite the pressures created by

the pandemic.

How the Council plans to bridge funding gaps and identifies achievable savings

The MTFS arrangements include the identification of pressures and savings. The latest MTFS details estimated

a funding gap over the life of the MTFS totalling £21.8 million over the 2022/23 to 2023/24 period. The Council

has a good track record of identifying and delivering savings.

The MTFS recognises the increasing difficulty of identifying savings and managing the impact on front line

services especially given the uncertainly about future funding levels.

Our review of the MTFS and associated assumptions identified no evidence of a significant weakness in

arrangements.

How the Council plans finances to support the sustainable delivery of services in accordance with
strategic and statutory priorities

The Council has a vision to create ‘a fairer, greener and healthier Salford’. To help achieve this vision the

Council has identified some key priorities to tackle the problems people in Salford are currently facing. The

“Great Eight” priorities focus on tackling poverty and inequality, creating vibrant places and spaces, tacking the

climate emergency, skills and education, affordable housing and reducing homelessness, promoting transport

and digital connectivity, creating an economy for all and tackling health inequalities and providing the best

possible care. Annual service group business plans support the achievement of the ‘Great Eight’ and include

service actions, service group risk registers and corporate performance indicator sets.

We confirmed that the MTFS was developed on reasonable assumptions including forecast funding streams,

identification of budget pressures and savings targets required and ability to draw from reserves if required. The

MTFS recognises the ongoing pressure the Council faces and the potential impact on service delivery. In-year

monitoring reports detail the pressures faced by the Council, whether savings are being achieved, and if

resources need to be redirected to areas in need.

Our review of the MTFS did not identify a reliance on ‘one-off’ measures to balance the budget. The

assumptions in the MTFS and recent outturn against budget confirms the Council has a track record of prudent

assumptions in the MTFS.

Our work did not identify any evidence to indicate a significant weakness in arrangements.
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Overall commentary on the Financial Sustainability reporting criteria - continued

How the Council  ensures that its financial plan is consistent with other plans

The MTFS and Capital Programme are considered and reviewed in the context of other plans such as the

Capital, Investment and Treasury Management Strategies and the Annual Pay Statement. These plans and

strategies are considered and approved by Council alongside the MTFS and budget decisions each year.

Other operational planning and its impact on the MTFS is also considered, together with the impact of working

with other public bodies.

In line with the Prudential Code, revenue implications of capital investment decisions are fully considered and

form part of the MTFS planning and budget setting process to ensure such investments are fully funded. A

detailed capital programme is included in the MTFS.

The Overview and Scrutiny Board and Council consider the updated financial position at various stages

throughout the year, allowing for Member scrutiny and challenge. The 2021/22 MTFS update was considered

by the Overview and Scrutiny Board and Council at their February 2021 budget setting meetings.

Savings plans are assessed to advise Members of the potential impact with initial proposals being risk

assessed for impact on communities and service delivery. Each saving proposal includes an equality impact

assessment. We have considered this in current and prior year savings process with no significant changes in

the process noted.

The annual MTFS process includes reviewing the Council’s earmarked reserves. We confirmed a review was

completed in 2020/21 to ensure funding set aside remains in line with the strategic and statutory priorities of the

Council. This is evidenced in the monitoring reports presented to Overview and Scrutiny Board during the

financial year.

Our work did not identify any evidence to indicate a significant weakness in arrangements.

How the Council identifies and manages risks to financial resilience

The MTFS outlines uncertainties, challenges, and risks facing the Council over the life of the plan. The 2021/22

MTFS details risks associated with future funding and the ongoing economic uncertainty created by COVID-19.

We confirmed that areas of pressure faced in the 2020/21 financial year are reflected in the 2021/22 MTFS.

These include the demand pressures faced in some services provided by the Council, such as young people in

care or with special educational needs and disabilities. Despite these uncertainties the 2021/22 MTFS still

includes continued investments across a number of key front line service areas, including the exploration of

opportunities for increased collaboration with key partners.

The Council has an established risk management framework and the Audit and Accounts Committee receives

regular risk management updates.

The Council reacted to the COVID-19 pandemic focussing on four key areas, Spirit of Salford Helpline, local

economy and jobs, supporting people in the city and volunteering and the voluntary sector. Recovery planning

has focussed on three overlapping phases, easing out of lockdown, living with COVID-19 and building back

better.

There was regular reporting of the Council’s 2020/21 financial position to Overview and Scrutiny Board

throughout the year. The outturn report presented to the July 2021 Board meeting was consistent with the

financial position reported during the year, after including the impact of additional COVID-19 funding, and did

not indicate a weakness in the Council’s budget monitoring and reporting arrangements.

Conclusion

Given the above, our work did not identify any evidence to indicate a significant weakness in the Council’s

arrangements in relation to the financial sustainability reporting criteria.
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Overall commentary on the Governance reporting criteria

How the Council monitors and assesses risk and how the Council gains assurance over the effective
operation of internal controls, including arrangements to prevent and detect fraud

The Council has an active internal audit team and the Internal Audit Plan and Head of Internal Audit Report is

reviewed by the Council’s Audit and Accounts Committee. As detailed in the plan, the Council uses a risk-

based approach to determine the priorities of the internal audit activity, consistent with the Council’s goals. The

plan is discussed with service leads ahead of being finalised. We confirmed that the Audit and Accounts

Committee received regular updates on the Audit Plan.

Internal Audit reviews highlight weaknesses and recommend actions when required to strengthen processes or

procedures. These are regularly reported to Audit and Accounts Committee which holds management to

account where weaknesses are identified. The Audit and Accounts Committee monitors management actions in

response to recommendations and this is reported on a regular basis. The Audit and Accounts Committee

terms of reference allow them to refer matters of concern to the Overview and Scrutiny Panel or to call an

officer to attend the Committee to account to the Committee the reason(s) for non-implementation of agreed

internal audit recommendations.

The Head of Internal Audit Opinion was presented to the Audit and Accounts Committee meeting in July 2021.

This provides the opinion that ‘satisfactory assurance can be given on the overall adequacy and effectiveness

of the Council’s governance, risk management, and control processes (i.e. the system of internal control).

There is generally a sound system of internal control designed to achieve the council's objectives and controls

are generally being applied consistently’. We have met with the Head of Internal Audit to discuss the Audit Plan

and matters arising. We have identified no evidence of a weakness in arrangements.

A Counter Fraud Plan is in place and we confirmed there is also regular reporting to the Audit and Accounts

Committee on counter fraud activities, including fraud investigations.

As part of our audit procedures we considered the Council’s Annual Governance Statement. This included

consideration of the Statement and our cumulative audit knowledge. We identified no matters indicating a

significant weakness in arrangements.

How the Council approaches and carries out its annual budget setting process

The Council’s MTFS arrangement includes the identification and evaluation of risks to the Council’s finances.

Initial sessions with Cabinet members highlight forecast funding gaps, existing and potential pressures and

areas of investment aligned to council priorities. This discussion sets the context for the development of

proposals by services. These proposals are developed by CMT and considered by Cabinet.

The Council undertakes wider engagement through ‘what matters to you’ to identify key concerns and priorities

which inform the budget process.

We have reviewed the budget setting arrangements through observation and discussions with officers. No

matters have been identified indicating a significant weakness in arrangements. Overall the Council is aware of

the financial pressure it faces.

How the Council ensures effective processes and systems are in place to ensure budgetary control; to
communicate relevant, accurate and timely management information (including non-financial
information where appropriate); supports its statutory financial reporting requirements; and ensures
corrective action is taken where needed

We have reviewed Council minutes and confirmed there was regular reporting of the financial position during

2020/21 financial year. This included detail of movements in the budget and forecast outturn between quarters.

The reports detailed the in-year pressures as well as planned mitigations. The outturn position was not

significantly different to that reported to Members during the year, after taking account of additional COVID-19

grants, and did not indicate a weakness in arrangements. As well as being reported to Corporate Management

Team and Overview and Scrutiny Board, reports are also presented to Cabinet.

The Council has a good record of delivering against its budgets and this is evidence of effective arrangements

for budgetary control.

The financial statements timetable is approved by the Audit and Accounts Committee and was delivered in

2020/21. Our audit of the financial statements did not identify any matters to indicate a significant weakness in

the accuracy of the financial information reported or the process for preparing the accounts. It is our experience

that management takes action to address audit matters in an appropriate manner.
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Overall commentary on the Governance reporting criteria - continued

How the Council ensures it makes properly informed decisions, supported by appropriate evidence and
allowing for challenge and transparency.

Decisions are made in accordance with the Constitution and Scheme of Delegation.

We have reviewed Council minutes in the year and have not identified any evidence of a significant weakness

in arrangements. The reports we reviewed support informed decision-making and were clear in the decision or

recommendation Members were asked to make.

The Council publishes on its website a notice of key decisions. This includes officer decisions under the Officer

Scheme of Delegations.

Service Scrutiny Panel meetings provide an opportunity to challenge decisions. The Overview and Scrutiny

Board is in place to oversee and coordinate the work and our review identified no matters that indicate a

significant weakness in arrangements.

The Council implemented measures to ensure that services could continue despite the restrictions arising

during the COVID-19 pandemic. The arrangements included live streaming to allow the public to observe

Council meetings.

How the Council monitors and ensures appropriate standards are maintained

The Council’s Constitution is reviewed at least annually and sets out how the Council operates, how decisions

are made and the rules and procedures which are followed to ensure that these are efficient and transparent to

local people. Supporting the Constitution are codes of conduct for Members and officers. Registers of gifts and

hospitality and registers of interest are maintained for Members and officers and are available on the Council

website. The Statement of Accounts records material related party transactions as well as senior officer pay

and Member allowances. We considered these disclosures and compared them with the interests declared. Our

work did not indicate a significant weakness in arrangements.

We confirmed that contract procedure rules are in place and require procurement decisions to comply with

appropriate standards. Contract registers are available on the Council website.

The Standards Committee is responsible for promoting and maintaining high standards of conduct by Members.

It is responsible for advising and arranging relevant training relating to the requirements of the Code of

Conduct. The Standards Committee has not met recently which indicates there have not been any member

misconduct matters to investigate.

A system of scrutiny is in place as set out and documented in the Annual Governance Statement. We reviewed

the Overview and Scrutiny Board minutes and agendas for 2020/21 and identified no evidence of a significant

weakness in arrangements. .

There is regular reporting of treasury management activity that details the Council’s investments, cash and

borrowing positions. The Treasury Management Strategy was approved ahead of the 2020/21 financial year

and sets out the Council’s measures against which treasury management can be assessed. The measures

include those designed to mitigate risk to the Council’s finances and we identified no evidence to indicate a

significant weakness in arrangements.

Conclusion

Given the above, our work did not identify any evidence to indicate a significant weakness in the Council’s

arrangements in relation to the governance reporting criteria.



How financial and performance information has been used to assess performance to identify areas for
improvement

Directorates have well established and effective processes for reviewing financial and performance information

and using this to inform areas for improvement.

The Council has a performance management framework, reporting against a series of indicators. Corporate

performance against key performance indicators is presented to Overview and Scrutiny Board and Cabinet

alongside financial outturn. Our review of the report identified no evidence of a significant weakness in

arrangements.

Service reviews have also been used to identify areas for improvement and to deliver agreed changes.

Examples include the review, and subsequent in-housing, of services provided by Urban Vision, review of

Aspire, the integrated care fund and reviews in Children’s Services such as Route 29, services for young

people and their families who are on the edge of care or struggling in care.

The Council’s financial performance is reported on a regular basis to Overview and Scrutiny Board with details

of the financial position along with rationale for any changes and factors to be taken into account. Reports

include HR implications and equality impact assessments.

How the Council evaluates the services it provides to assess performance and identify areas for
improvement

The Council has monitored performance during the year. To make sure that the Council achieves its vision to

'create a fairer, greener and healthier Salford' and deliver the key Great Eight priorities, annual Service Group

business plans are developed and monitored and overall performance is reported to members annually with the

financial outturn.

Assessment by service regulators was limited in the 2020/21 year as a result of the COVID-19 pandemic but

the Council has arrangements for responding to the most recent Ofsted inspections and the LGA peer review.

How the Council ensures it delivers its role within significant partnerships, engages with stakeholders
it has identified, monitors performance against expectations, and ensures action is taken where
necessary to improve

The Council ensures that it is represented at a senior level in its key partnerships, such as partnerships with

health. For example, the Council has a well-established and successful integrated care fund partnership with

Health. The Council is represented from a service perspective by the relevant Director, from a financial

perspective by the Chief Finance Officer and at Member level by Cabinet members. Where necessary key

required actions are incorporated into Council planning, priorities and plans.

In addition, there are close links with the voluntary sector with the Chief Executive of Salford CVS involved in

meetings and discussions relating to adult services and health. As a response to COVID-19 the Council worked

closely with partners to develop services including the Salford Offer for care providers.

The Council uses various channels of communication and feedback mechanisms, including social media

(Twitter, Facebook, Instagram and YouTube) to reach out to and meet the needs of its communities. During the

pandemic, meetings have been streamed live and recordings of meetings are available on the Council website.

The impact of the pandemic has seen an increase in the use of Council on-line services.

VFM arrangements – Improving Economy, Efficiency and Effectiveness
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Overall commentary on the Improving Economy, Efficiency and Effectiveness reporting criteria
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How the Council commissions or procures services, how the Council ensures this is done in
accordance with relevant legislation, professional standards and internal policies, and how the Council
assesses whether it is realising the expected benefits

Key commissioning and procurement decisions are taken by suitably skilled and trained staff to ensure

compliance with legislation, professional standards and internal policies. Access is readily available to

professional legal and procurement advice. Investment made in procurement team in recent years to

strengthen support provided to services. Procurement training is included in manager training sessions.

Procurement activity is governed by the Procurement Board of senior members. There is a renewed focus on

social value within procurement.

During the COVID-19 pandemic councils were required to assess and grant supplier relief in accordance with

PPN 02/20. In response, the Council immediately set up a process to assess claims for relief. Regular updates

were provided to Corporate Management Team and Leadership.

Review of Procurement Board papers, available on the Council website, shows consideration of decisions, in

public where possible, taking account of relevant factors.

There is evidence that the Council has arrangements in place to ensure procurement is in accordance with

relevant legislation, professional standards and internal policies. No issues have been identified that suggest a

significant weakness.

Conclusion

Given the above, our work did not identify any evidence to indicate a significant weakness in the Council’s

arrangements in relation to the improving economy, efficiency and effectiveness reporting criteria.

Overall commentary on the Improving Economy, Efficiency and Effectiveness reporting criteria - continued
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2021/22 Audit

We have summarised in this report the for the Audit Committee the key planning issues for 2021/22.  

Scope of the Audit and our responsibilities

The scope of our audit is unchanged and is set out in the Statement of Responsibilities of Auditors and Audited Bodies, issued by Public Sector Audit Appointments Ltd (PSAA) 
available from the PSAA website: https://www.psaa.co.uk/managing-audit-quality/statement-of-responsibilities-of-auditors-and-audited-bodies/.

Our responsibilities continue to be are principally derived from the Local Audit and Accountability Act 2014 and the Code of Audit Practice issued by the National Audit Office 
(NAO), as outlined below.

• audit Opinion – giving an opinion on the 2021/22 Financial Statements 

• value for money - forming a view on the arrangements that the Council has in place to secure economy, efficiency and effectiveness in its use of resources

• electors’ rights - the 2014 Act requires us to give an elector, or any representative of the elector, the opportunity to question us about the accounting records of the Council and 
consider any objection made to the accounts.  We also have a broad range of reporting responsibilities and powers that are unique to the audit of local authorities in the United 
Kingdom

• reporting to the NAO - we report to the NAO on the consistency of the Council’s financial statements and the matters arising from our audit which are relevant to the Council’s 
Whole of Government Accounts (WGA) submission  

Audit Engagement Team

Your audit engagement team is unchanged and continues to be lead by Karen Murray (Partner and Key Audit Partner) and Cath Andrew (Senior Manager).

Audit Approach and timelline

Our audit approach is risk based; primarily driven by the risks we consider to result in a higher risk of material misstatement of the financial statements. The diagram below 
outlines the procedures we perform at the different stages of the audit and the indicative timeline at this stage based on the current national timetable.

There are no significant matters arising from the Planning and Interim visits to bring to the Committee’s attention. We will present the agreed Audit Strategy Memorandum to a 
future meeting of the Committee. 

The completion of the audit has been significantly delayed in the last two years and one of the objectives for this year is to complete the audit in line with the national timetable. 
We will keep the Committee informed as the audit progresses. 

https://www.psaa.co.uk/managing-audit-quality/statement-of-responsibilities-of-auditors-and-audited-bodies/
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Audit scope, approach and timeline

Planning January - March

• Planning visit and developing our understanding of the Council

• Initial opinion and value for money risk assessments

• Considering proposed accounting treatments and accounting policies

• Developing the audit strategy and planning the audit work to be performed

• Agreeing timetable and deadlines

• Preliminary analytical review

Completion November

• Final review and disclosure checklist of financial statements

• Final partner review

• Agreeing content of letter of representation

• Reporting to the Audit and Accounts Committee

• Reviewing subsequent events

• Signing the auditor’s report

Interim March - April

• Documenting systems and controls

• Performing walkthroughs

• Interim controls testing including tests of IT general controls

• Early substantive testing of transactions

• Reassessment of audit plan and revision if necessary

Fieldwork August - October

• Receiving and reviewing draft financial statements

• Reassessment of audit plan and revision if necessary

• Executing the strategy starting with significant risks and high risk areas

• Communicating progress and issues

• Clearance meeting

Engagement and 
responsibilities summary

Your audit
engagement team

Audit scope,
approach and timeline

Significant risks and key 
judgement areas

Value for money
Fees for audit and

other services
Our commitment to 

independence
Materiality and 
misstatements

Appendices
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Audit Reporting

Our main reporting outputs will continue to be:

• Audit Strategy Memorandum – summarising the outcomes from our audit planning and proposed response.

• Audit Completion Report – summarising the outcome of our main accounts audit and expected audit opinion.

• Audit Report – encompassing our Audit Opinion on the financial statements and other required information.

• Annual Auditor’s Report – including our Value for Money Commentary

• Audit Certificate – formally closing the audit

Significant Audit Risks

From the planning work so far we expect the significant audit risks to be as follows:

We have also identified the following as key areas of management judgement:

• applicability of group financial statements; and

• valuation of airport shares. 

Significant Audit Risk Description Identified 

previous year?

Management override of 

controls

This is a mandatory significant risk on all audits due to the unpredictable way in which such override could occur. Yes

Property Valuation Property related assets are a significant balance on the council’s balance sheet. The valuation of these properties 

is complex and is subject to a number of management assumptions and judgements.

Yes

Valuation of net defined 

benefit liability

The Council’s accounts contain material liabilities relating to the local government pension scheme. Due to the 

high degree of estimation uncertainty associated with this valuation, we have determined there is a significant risk 

in this area.

Yes
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Materiality

We expect to again set materiality based on a benchmark of the Comprehensive Income and Expenditure Statement (CIES) total gross expenditure. We will identify a figure for 
materiality but identify separate levels for procedures design to detect individual errors, and also a level above which all identified errors will be reported to the Audit and Accounts 
Committee. We do not expect to alter these thresholds compared to the previous year and plan to base them on the following levels:

Value for Money Work

We have not identified any specific significant concerns from the value for money risk assessment to date and there are no risks of significant weaknesses in arrangements to 
bring to the Committee’s attention. 

The scope of the assessment is largely unchanged through the latest NAO guidance and the work carried out in 2020/21, helped by the management self assessment with 
supporting evidence, provides a good platform for the 2021/22 assessment. We are continuing to carry out desk top procedures to update our assessment and will report any 
matters arising if required. The Financial Stability theme is as expected an area where we expect at all councils to have to continue to keep our assessment up to date, given 
amongst other things the continuing uncertainty over future funding and cost pressures.  

Non-Audit Work

We do not expect to carry out any non-audit work.

Threshold

Overall materiality 2% of benchmark

Performance materiality 80% of overall materiality

Specific materiality:

• Officers’ remuneration £5k

Trivial threshold for errors to be reported to the audit committee 3% of overall materiality
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National publications

Publication/update Key points

Chartered Institute of Public Finance and Accountability (CIPFA)

1
Updated statement on the deferral of IFRS 16 

leases

Following its emergency consultation on proposals for changing the Code of Practice on Local Authority 

Accounting in the United Kingdom, CIPFA LASAAC issued its preliminary decision and feedback statement. 

2
CIPFA LASAAC issues urgent consultation on 

Code of Practice – Infrastructure Assets

The CIPFA LASAAC Local Authority Code Board has released temporary proposals to update the Code of 

Practice on Local Authority Accounting in the United Kingdom for infrastructure assets.

Department for Levelling Up, Housing and Communities

3
Creation of the Audit Reporting and Governance 

Authority

A new regulator, the Audit Reporting and Governance Authority (ARGA), to be established as the system leader 

for local audit within a new, simplified local audit framework.

National Audit Office (NAO)

4 Audit and Assurance Committee effectiveness tool NAO’s effectiveness tool provides a way for ARACs to assess their effectiveness 

Public Sector Audit Appointments Ltd

5 Annual Quality Monitoring Report 2019/20

This covers the work of local auditors appointed by PSAA for the 2019/20 financial year. The report provides 

information from PSAA’s quality monitoring arrangements throughout the year, survey results and findings from 

professional regulation and contractual compliance.

The report details how the Financial Reporting Council reviewed four Mazars financial statements audits and all 

were assessed as meeting the required standard.



18

NATIONAL PUBLICATIONS

CIPFA
1. Updated statement on the deferral of IFRS 16 leases – April 2022

Following its emergency consultation on exploratory proposals for changing the Code of Practice on Local Authority Accounting in the United Kingdom, CIPFA LASAAC 
issued its preliminary decision and feedback statement. This preliminary decision was subsequently considered by the government's Financial Reporting Advisory Board 
(FRAB). FRAB advised CIPFA LASAAC that it agreed with the deferral of IFRS 16 Leases until 1 April 2024. FRAB also advised CIPFA LASAAC that the Code had to allow 
and should encourage local authorities to adopt the standard before this date should they wish to. 

CIPFA LASAAC has therefore followed its preliminary decision with its formal decision: to defer the implementation of IFRS 16 until 1 April 2024 (and therefore in the 
2024/25 Code). However, both the 2022/23 and the 2023/24 Codes will allow for adoption as of 1 April 2022 or 2023. CIPFA LASAAC would note that the 2022/23 Code has 
not yet completed its due process so local authorities should follow the CIPFA LASAAC pages of the website for further updates. Formal due process for the Code by 
LASAAC and by CIPFA's Public Financial Management Board is anticipated to be complete by the third week in April. 

https://www.cipfa.org/about-cipfa/press-office/latest-press-releases/updated-statement-on-the-deferral-of-ifrs-16-leases

2. CIPFA LASAAC issues urgent consultation on Code of Practice – Infrastructure Assets – May 2022

The CIPFA LASAAC Local Authority Code Board has released temporary proposals to update the Code of Practice on Local Authority Accounting in the United Kingdom for 
infrastructure assets. An urgent consultation on these proposals is now under way and comments are invited until the consultation closes on 14 June 2022 at 23.00.

The temporary proposals address an issue raised by auditors about the derecognition (removal of the carrying amount) of parts of local authority infrastructure assets as 
they are replaced. CIPFA LASAAC and CIPFA established a Task and Finish Group to find a solution to this issue and consider the outcome of any proposed changes to the 
code. Following advice from the Task and Finish Group, CIPFA LASAAC has now issued temporary proposals for changes to the code relating to how these issues are 
reported. They include:

• confirming the accounting consequences of derecognition, e.g. that the effect on the carrying amount is nil (on a presumption that the replaced parts are fully 
depreciated);

• temporarily adapting the code to remove the reporting requirements for gross historical cost and accumulated depreciation

• providing extra guidance on how depreciation may be applied for infrastructure assets

• CIPFA LASAAC will consult on a longer-term solution later in the year.

https://www.cipfa.org/about-cipfa/press-office/latest-press-releases/cipfa-lasaac-issues-urgent-consultation-on-code-of-practice

https://www.cipfa.org/about-cipfa/press-office/latest-press-releases/updated-statement-on-the-deferral-of-ifrs-16-leases
https://www.cipfa.org/about-cipfa/press-office/latest-press-releases/cipfa-lasaac-issues-urgent-consultation-on-code-of-practice
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Department for Levelling Up, Housing and Communities
3. Creation of the Audit Reporting and Governance Authority – May 2022

Plans to ensure councils and local bodies are delivering value for money for taxpayers, strengthening council finances and reducing risk to public funds have been published 
by the government.

The government consultation response confirms plans to establish a new regulator, the Audit Reporting and Governance Authority (ARGA), as the system leader for local 
audit within a new, simplified local audit framework.

Ahead of ARGA’s establishment, a shadow system leader arrangement will start at the Financial Reporting Council (FRC) from September 2022. This will be led by Neil 
Harris, who joins as the FRC’s first Director of Local Audit to start up a dedicated local audit unit.

The Department for Levelling Up, Housing and Communities has been acting as interim system leader since July 2021, when it established and took the chair of the Liaison 
Committee of senior local audit stakeholders.

Work has already begun to address the challenges facing local audit with the government announcing a series of measures to improve local audit delays in December 2021.

The consultation response also announces plans to make audit committees compulsory for all councils, with each audit committee required to include at least one 
independent member. This will create greater transparency and consistency across local bodies.

The announcement comes as government today set out its wider plans to revamp the UK’s corporate reporting and audit regime through a new regulator, greater 
accountability for big business and by addressing the dominance of the Big Four audit firms.

The government continues to work closely with stakeholders, including local bodies and audit firms, to refine proposals for implementing our commitments around system 
leadership, as well the range of other commitments we have made in response to the Redmond Review.

https://www.gov.uk/government/news/greater-transparency-and-value-for-money-for-council-finance-system

https://www.gov.uk/government/news/greater-transparency-and-value-for-money-for-council-finance-system
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National Audit Office
4. Audit and Risk Assurance Committee effectiveness tool – May 2022

Audit and Risk Assurance Committees (ARACs) play a crucial role in supporting the effective governance of central government departments, their agencies and 
arm’s-length bodies.

ARACs are operating in a highly challenging context. Government organisations are managing many short- and long-term risks and are required to be resilient to a number 
of pressures. This has created an environment where ARACs need to be dynamic and responsive to the changing risk profiles and demands of their organisations. ARACs 
can see this as an opportunity to work out how they can most proactively work with the Board and accounting officer.

Against this background, NAO’s effectiveness tool provides a way for ARACs to assess their effectiveness against more than just the basic requirements. It provides 
aspects of good practice to give ARACs greater confidence and the opportunity to meet the requirements of their role.

The effectiveness tool is a comprehensive way for ARACs in central government to assess their effectiveness on a regular basis.

https://www.nao.org.uk/report/audit-and-risk-assurance-committee-effectiveness-tool/

https://www.nao.org.uk/report/audit-and-risk-assurance-committee-effectiveness-tool/
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Public Sector Audit Appointments Ltd

5. Annual Quality Monitoring Report 2019/20 – April 2022

This covers the work of local auditors appointed by PSAA for the 2019/20 financial year, which was undertaken during a difficult time for all concerned. The systemic issues 
that were highlighted in Sir Tony Redmond’s Review continued and were compounded by the pandemic. 

In September 2020 Sir Tony Redmond’s review of local authority financial reporting and external audit was published. The report highlighted the significant challenges and 
turbulence within the new system of local audit, emphasising that at present local government audit is under-resourced, undervalued and is not having impact in the right 
areas. The report made a number of recommendations in relation to external audit regulation, smaller authorities’ audit regulation, the financial resilience of local authorities 
and the transparency of financial reporting.

In December 2020 the Ministry of Housing, Communities and Local Government (MHCLG) delivered its initial response to the Redmond Review setting out proposed 
actions to implement the majority of the recommendations made in the report. This was followed by a further announcement in May 2021 which proposed that the Audit, 
Reporting and Governance Authority (ARGA) would carry out the hugely important role of the local audit systems leader. ARGA is the new regulator being established to 
replace the FRC and will contain a dedicated local audit unit which will play a key leadership and coordination role in the local audit framework. MHCLG consulted in 
Summer 2021 on how the new arrangements would function.

The next year is likely to continue to be very challenging for all involved in local audit, but DLUHC (formerly MHCLG) will take forward and refine its proposals in its role as 
interim systems leader until ARGA is created, and the FRC will create a local audit unit in shadow form.

The problems that Sir Tony Redmond reported on continue to impact significantly on the timely completion of local government audits. Only 45% of audit opinions were 
completed by the publishing date of 30 November 2020, compared with 58% in the previous year. This has now fallen even further with only 9% for 2020/21 audits of 
financial statement opinions completed (noting the reversion to a 30 September publishing date). Delayed audit opinions have a real public-facing impact, undermining the 
ability of local bodies to account effectively for their stewardship of public money to taxpayers. It is imperative that the whole system works together to restore timely 
completion of audits in order to rebuild public confidence and trust, especially as the lack of a statutory deadline for the audit opinion means that co-operation is essential to 
make the system work as the public has the right to expect it to.

https://www.psaa.co.uk/managing-audit-quality/annual-audit-quality-reports-from-2018-19/annual-reports/audit-quality-monitoring-report-2019-20/

https://www.psaa.co.uk/managing-audit-quality/annual-audit-quality-reports-from-2018-19/annual-reports/audit-quality-monitoring-report-2019-20/
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